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Abstract: The purpose of this study was to investigate the factors required by the franchisees in improving their performance. 
The study also reveals the influence of quality management for franchisee satisfaction and performance. In addition, this 
study also examines the effect of Entrepreneur Orientation as a moderator variable between satisfactions with performance. 
This research was conducted at the International Franchise Education in Indonesia. The online survey conducted on 200 
franchises and 72 data obtained can be processed. Analysis of the data using Warp PLS 3.0, shows that relational quality 
greatly affects quality management between the franchisor and franchisee compared to transactional quality. This study also 
revealed that the success of the franchise business, a franchisee needs to feel satisfied with the quality management of the 
franchisor; the franchisee can thus have a good performance. This study also showed that a franchisee which has the orientation 
Employers will be able to produce a good performance, if the franchisee has a good relationship with the franchisor. 
Nevertheless entrepreneurial orientation factor does not directly affect the franchisee performance.  
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1. INTRODUCTION 
Franchising as a business model and managerial systems 
has rules and regulations that are set by the franchisor to keep 
the consistency of business models, products and services the 
same all over the globe [6]. International franchising is a hybrid 
organizational structure, which allows for multiple modes of 
international market entry, with variable levels of equity 
ownership and overall control [4]. International franchising 
consists of “a foreign-market entry mode that involves a 
relationship between the entrant (the franchisor) and a host 
country entity, in which the former transfer, under contract, a 
business package, which it has developed and owns, to the 
latter” [1]. Master international franchising offers franchisors a 
number of benefits, but at a cost. Franchisors often seek master 
franchise, which are familiar with the local culture. Franchisor 
assumes very little political and market risks because it receives 
the initial fees up front and a small percentage of sales over 
time without making a significant capital investment. Master 
international franchising offers the franchisor geographical 
diversification. Using master franchisees, franchisors may end 
up entering countries they would not otherwise consider. 
Recently, master franchising has an excellent prospect in 
Asia. In Indonesia, international franchising of education has an 
excellent prospect, because Indonesia is the third fastest 
growing economy in Asia and the largest economy in Southeast 
Asia [3].  Moreover, it is the best time to develop franchising in 
education because the trend of middle class in Indonesia still 
increasing, which is measured from GDP growth in 2014. This 
indicates that the increase in franchise opportunities is very 
high, because of increasing one's income the expenses that will 
be released also increases, especially for education. 
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Despite of the development of franchising in Indonesia is 
very high, but the research on the franchise is still very limited. 
This research was conducted from the franchisee’s perspective, 
due to the limited research from the franchisee’s perspective 
[9]. In addition, this study also wants to express the effect of 
entrepreneurial orientation on performance of a franchisee. 
Bygrave in [14] states that the franchise system is the choice for 
creative entrepreneurship and establishing cooperation with 
other companies to develop their business. The success of the 
franchise system as a whole is determined by franchisor and 
franchisee with a good entrepreneurial orientation, in which 
they can anticipate with environmental change [11]. 
Entrepreneurial orientation is to align strategic behavior by 
building competencies of franchisees [25,26,27]. Meanwhile, 
from the perspective of franchisees, franchisees who apparently 
has an entrepreneurial orientation will be more focus on 
developing business franchise than just invest it, so that the 
performance of the franchise is determined by the 
entrepreneurial orientation of franchisees [9]. 
 
2. CONCEPTUAL FRAMEWORK AND HYPOTHESES 
Franchise contract describes in detail the responsibilities of 
each of the partners. The contract’s content includes the 
franchisee’s obligations pertaining to sources of supply, the 
product of service quality to be maintained, and territory of 
operation [4]. The successful cooperation within the franchise 
system is largely determined by the quality of the cooperative 
relationship between the franchisor and the franchisee [15]. 
Franchisee satisfaction not only depends on the contract, but 
ongoing relationship between franchisor and franchisee. The 
basic assumption underlying the whole analysis in the social 
exchange theory is that individuals voluntarily enter and remain 
in relationships only as long as the relationship is quite 
satisfactory [22]. Based on the arguments, the hypothesis H1 
constructed as follows: 
H1: Quality management has a significant positive effect on 
franchisee satisfaction. 
 Satisfaction in a franchise system is a key factor that 
affects the moral of the franchisee [13], where it is consistent 
with previous studies [8,21,23], as someone who has the 
satisfaction increased moral, willingness greater cooperation, 
reducing the possibility of termination of cooperation. the 
quality of the relational ties have a significant influence on the 
actions taken in the future [25]. Furthermore, Morgan in [16] 
also states the better the quality of the relational ties that will 
increase satisfaction, which this statement reinforce earlier 
research conducted by Morgan and Hunt [16] and Reichheld 
[19](2001). Franchisee satisfaction through three approaches, 
the first approach refers to a feeling of satisfaction after the 
purchase, and the franchisee is seen as someone who has 
acquired a certain product. The second approach considers the 
satisfaction felt by members of the distribution system, and it 
involves an assessment of channel relationships. The third 
approach considers satisfaction as the feelings felt by an 
individual and in the context of franchisees, satisfaction is seen 
as individual satisfaction from his work [24]. Support provided 
by the franchisor to the franchisee business success is the basis 
of satisfaction felt by the franchisee to continue and to be 
motivated to improve their performance in the long term and 
also as a basis for continuing to extend or renew the partnership 
contract [20]. Based on the arguments, the hypothesis H2 
constructed as follows:  
H2: Franchisees’ satisfaction has a significant positive effect on 
franchisees’ performance 
Based on entrepreneurship theory developed by 
Schumpeter (1883-1950), an entrepreneur should continuously 
update their existing system with a new system that aims to 
increase the economic value [14]. Entrepreneurial orientation 
activity within an organization aims to determine the success of 
an organization to take advantage of opportunities that exist by 
way of implementing the corporate strategy [18]. Some 
researchers claimed that it is important for a franchisee to have 
an entrepreneurial orientation, because the franchisees who run 
the day-to-day activities knows better the customer’s needs 
[7,9]. Based on the arguments, the hypothesis H3 constructed as 
follows:  
H3: entrepreneurial orientation as a moderator variable 
franchisee satisfaction to improve the performance of 
franchisee. 
Performance in the franchise is the result of the activities 
that have been performed, in which the outcome was the effect 
of all the support provided by the franchisor to the franchisee 
success, which reflects the success of the operational 
performance of the franchisees provide operational support in 
accordance with the promises given by cooperation contract 
that has been agreed in advance [20]. Moreover franchisee 
performance also shows the results of the quality of the 
relationship between the franchisor and franchisee relational, 
where mutual trust, good communication and a good 
relationship between the two sides can make the franchise more 
motivated to engage in activities that ultimately affect the 
performance of franchisees [18]. Furthermore [5] also added 
exchange perspective of cooperation relations between the two 
sides to determine the success of franchisees in doing business, 
because the performance of the franchisee will increase if the 
partnership is the presence of justice. Based on the arguments, 
the hypothesis H4 constructed as follows: 
H4 : Quality management has a significant positive effect on 
franchisees’ performance 
 
3. RESEARCH METHODOLOGY 
This research uses online survey, internet sources search 
and follow-up structured dialogs have been conducted. 200 
franchisees were contacted and 72 sets are collected back. The 
analysis method of this research is Structure Equation Model 
(SEM) with WarpPLS 3.0, because the minimum data for 
WarpPLS is 30 [12]. This research uses reflective measurement 
approach; the independent variable is quality management. The 
satisfaction as the dependent and also the independent variable 
comprises 4 dimensions [2]. Entrepreneur Orientation also 
comprises 4 dimensions [14]. The franchisees performance as 
dependent variable is measured by comparing the performance 
with the last years. 
The data obtained that the number of female respondents 
comprised 68.23% of the sample and male 31.77%. The sample 
ranged in age from 20-60 years old with the majority of the 
sample (37.62%) being aged between 30-39 years old. The 
educational backgrounds of franchisee shows that 48.51% 
franchisees are university graduates. In average, franchisee has 
joined in the franchise business for 7-10 years with time for 
working each week above 30 hours.  
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4. DISCUSSION 
Based on the result analysis, we can conclude that the 
hypothesis for this research shown in SEM analysis results 
along with the hypothesis as seen in Table 1. Each hypothesis 
refers to a link in the model while links refer to variable-pair 
relationships. The latent variables are represented by oval 
shapes while the manifest variables are represented by a square. 
WarpPLS estimates P values for the path coefficient in the 
model. The P values are using to interpret the results of the 
relationship between indicators.  
 
Table 1. Result of Hypothesis Test 
Hypothesis B P Value Conclusion 
H1 0.465 <0.01 accept 
  <0.01 	

   	

   		
   	

 
These results indicate that the effect of management quality 
on satisfaction is significant to the influence of 0.465. The 
quality management dimensions consisting of transactional and 
relational quality effect of 0.32 and 0.75 respectively. These 
findings support previous research conducted by Monroy and 
Alzolla [15] which states that quality management in 
franchising consists of transactional and relational quality. 
Results of this study indicated that in the international 
education franchising in Indonesia, the effect of quality 
management is greater to satisfaction than to performance. It 
can be concluded that the quality management is needed for 
improving franchisee satisfaction. This reinforces previous 
research that has been done before in the franchise industry, but 
still a conceptual research as research conducted by Roh and 
Yoon [20]. These findings also indicate that most of the 
dimensions of franchisee satisfaction is determined by factors 
of social interaction, which is supporting the research findings 
[20] in the franchise system from the point of view of exchange 
relationships, in which social aspects of providing support to 
franchisees and franchisee relationships in the long term 
relationship as described by Monroy and Alzolla [20]. 
The findings of this study stated that the influence of 
satisfaction to the performance is 0.26, so it appears that the 
effect on the performance of a larger through franchisee 
satisfaction, so variable franchisee satisfaction as an intervening 
variable / intermediate variables are very precise, but the 
influence of satisfaction on the performance is not too big that 
is only 26% so presumably other factors besides performance 
that effect franchisee satisfaction. When compared with the 
results of previous studies conducted by Coulthardt [5] which 
states that satisfaction in the franchise system is influenced by 
the behavior of all parties in running the business, so the good 
behavior of both sides will give satisfaction for the franchisee 
to continue to improve its performance, it is evident supports 
previous research. However, the influence of franchisee 
satisfaction in the context of the performance of the franchise is 
not in education. Morisson [17] in his research stated that there 
was a strong influence between franchisee satisfactions with the 
performance of franchisees in the franchise business. 
The result of this study on the effect of Entrepreneur 
Orientation on performance shows that the Entrepreneur 
Orientation does not directly affect performance, but only as 
a moderating variable. Thus this study proves that the 
Entrepreneur Orientation of a franchisee is required to 
improve their performance. This supports previous research 
conducted by some researcher [7,10,13]. 
 
5. CONCLUSION 
This paper has presented results of empirical quantitative 
research and exploratory interview in international education 
franchising. Results of the research have shown that the 
relational quality is more important than transactional quality.  
It means good relationship between the franchisor and the 
franchisee, not just limited to the contract. In addition, this 
study also revealed that the success of the franchise business, a 
franchisee needs to feel satisfied with the quality management 
of the franchisor; the franchisee can thus have a good 
performance. In addition, a franchisee which has the spirit of 
Entrepreneur Orientation will be able to produce better 
performance. 
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